America Online inc. / Time Wamer Inc

Exhibit 53: AOL International Timeline

March 1, 1995;

November 28, 1995:
January 31, 1996:
March 18, 1996
May 8, 1996:

April 15, 1997:
October 7, 1997:

February 10, 1998:
October 7, 1998:
December 15, 1998:
January 26, 1999:
September 28, 1999:
October 14, 1999:

November 16, 1999:
January 20, 2000:

Joint venture with Bertelsmann announced to create European online
ventures

AOL Germany launched

AOL UK and AOL Canada launched

AOL France launched

Formation of AOL Japan in a joint venture with Mitsui and Nikkei

AOL Japan launched

AOL and Bertelsmann announced pians to launch online service in
Australia

AOL and CIC announced plans to launch online service in Hong Kong
AQL Australia launched

AOL and Cisneros Group announced Latin America joint venture

AOL surpassed 3 million intermational AOL and CompuServe members
AOL Hong Kong launched

AOL Germany became the first international AOL service to surpass
one million subscribers

AOL Brasil launched

AOL Latin America filed a registration statement with the SEC for an

IPO

Source: Company reports

In the sections that follow we provide brief descriptions of the various international Internet
markets followed by projections for the AOL service in each market. There are several
points worth making about the assumptions behind our projections:

1. We believe there will be greater competition among ISPs internationally due largely to:
(1) the lack of a true market leader, as is the case in the U.S. (AOL); (2) a telephone fee
structure in some markets allowing catriers to subsidize low-cost (and free) ISP services;
and (3) earlier stage in development of the general online market, where brand loyalty
and differentiated content have yet to form. Therefore, we are projecting a lower
subscrber share for each of the intemational AOL joint ventures than the 40%—50°%
shares we project for AOL domestically.

2. We believe subscription services will continue to drive international revenues, at least in
the near term. While we project the domestic AOL service will denive nearly 70% of 1ts
total revenues from advertising and c-commerce by 2008 (up from an csumated 25%
this vear), our 2008 revenue projections for most international ternitories call for a 40°o—
50°% revenue contribution from advertising/e-commerce.

3. We are modeling EBITDA margin expansion to the 7°—15%% range by 2003, reaching
20%5-25% by 2005. Profitability gains should be dnven by the company’s ability to (1)
leverage marketing and product development costs of its domestic service, and (2)
benefit from declining carrier costs in several markets as these markers deregulate and
become more open to competition.

4. We value the AOL international joint ventures on the same basis as we do the domestic
service (eight-yvear DCF analysis). W'e adjust our valuations by (1) assuming a terminal
growth rate 100-200 bps faster internationally (due to the relative immaturity of the
markets) and adding a 50-100 bps nsk premium to the assumed weighted average cost
of capital. '
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Canada

AOL Canada
Subscribers (millions)

Beginning 0.305 0.476 0.836 1339 1832 2105 2.209 2161 2.008 1794
Gross Adaitions 0.200 0.400 0.600 0.700 0.630 0.567 0.482 0410 0348 0.296
Churn:

(% of Beginning Subscnbers) 9.5% 8.5% 11.5% 15.5% 19.5% 220% 24.0% 26.0% 28.0% 30.0%
Subscribers (0.029) {0.040} _ (0.096) (0.208) (0.357) {0.463) (0.530) {0.562) (0.562) (0.538),

Net Additions 0.171 0.3680 0.504 0.492 0.273 0.104 (0.048) {0.152) (0.214) 10.242))

Ending 0.476 0.836 1.339 1.832 2105 2.209 2.161 2.008 1.794 1.552
% Change 75.5% 60.3% 36.8% 14.9% 49% -2.2% -7.0% -10.7% -13.5%

Average 0.391 0.656 1.088 1.586 1.968 2.157 2.185 2084 1.901 1.673

x Average Monthly Subscnption Rate $17.00 $16.15 $15.02 $13.97 $12.57 $11.31 $10.18 $9.16 $8.25 §7.42
% Change 0.0% -5.0% -7.0% 7.0% -10.0% -10.0% -10.0% -10.0% -10.0% -10.0%

Total AOL Subscription Revenues 79.7 127.1 196.0 265.8 296.9 2928 266.9 2292 188.2 149.0

% Change 59.5% 54.2% 35.6% 11.7% -1.4% -8.8% -14.1% -17.9% -20.8%

CompuServe Canada:
Subscribers {millions):

Beginning 0.045 0.055 0.070 0.086 0.292 0.432 0.513 0.539 0.536 0.514
Gross Additions 0.014 0.020 0.025 0.220 0.198 0.178 0.151 0.129 0.109 0.093
Chum;

{% of Beginning Subscnbers) 10.0% 9.0% 12.0% 16.0% 20.0% 22.5% 24.5% 24.5% 24.5% 24.5%
Subscribers (0.005) (0.005) (0.008) (0.014) (0.058) (0.067) (0.126)  (0.132)  (0.131) _ (0.126)

Net Additions 0.010 0.015 0.017 0.206 0.140 0.081 0.026 (0.003) {0.022) (0.033,

Ending 0.055 0.070 0.086 0.292 0.432 0.513 0.539 0.536 0.514 0.481
% Change 27.7% 23.9% 239.1% 47.7% 18.8% 5.0% -0.6% 4.1% -6.4%

Average 0.050 0.062 0.078 0.189 0.362 0472 0.526 0.537 0.525 0.497

x Average Monthty Subscription Rate $15.00 $14.56 $14.11 $13.41 $12.47 $11.47 $10.32 $9.29 $8.36 $7.53
% Change 1.0% -3.0% -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0% -10.0%)

Total CompuServe Subscription Revenues 9.0 10.8 13.2 30.5 542 65.0 65.2 59.9 52.6 449

% Change 21.0% 21.8%  130.9% 77.9% 20.0% 0.2% -8.1% -12.1% -14.7%

Source: Credit Lyonnais Securities estimates
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Exhibit 55: AOL Canada Broadband Subscription Revenue Projections

Broadband ACL PC
Canadian HHs Passed by Cable 8.0 8.2 8.4 8.6 87 88 89 90 a1
% AHiliated with AQL 50% 70% 12 0% 50.0% 65.0% 75.0% 80.0% 83 0% 8507
AOL-Affihated HHs Passed 04 0.6 1.0 4.3 57 66 71 75 77
Percent Upgraded for HSD 60.0% 70.0% 80.0% 85.0% 90.0% 92.0% 93.0% 94 0% 85 9°|
Upgraded MSQO Universe 0.2 0.4 08 37 51 6.1 66 70 73
Subscrbers
Beginning 0.000 0.000 0.012 0.056 0.366 0.665 0975 1.195 1476
Additions 0.002 0.012 0.044 0310 0.299 0.310 0.220 0.282 0.177
Enaing 0.002 0.012 0.056 0.366 0.665 0.975 1.195 1.478 1653
Average 0.001 0.006 0.034 0.211 0.516 0.820 1.085 1.335 1.565
% Penetration of Upgraged MSO Homes Passed 1.0% 3.0% 7.0% 10.0% 13.0% 16.0% 18.0% 21.0% 22.5%
Average Monthly Subscription Fee $39.95 $38.75 $36.81 $34.24 $31.50 $28.35 $25.51 $22.96 $20.67
% Change -3.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0% -10.0%
Total Subscription Annuat Suscription Payments 0.6 28 15.1 86.8 1849 279.0 3321 3679 388.0
x 30% = AOL Cable Modem Broadband PC Revenues 0.2 0.8 4.5 26.0 58.5 837 99.6 1104 116.4
% Change 387.2% 440.1% 473.5% 124.5% 43.1% 19.1% 10.8% 5.5%
AOL DSL Canada:
Canadian HHs 10.0 101 10.2 10.3 10.4 105 10.6 10.7 108
% Coverage via Bell Nexxia 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0% 90.0%|
Bell Nexxia Coverage 9.0 9.1 9.2 93 94 9.5 9.6 96 9.7
% DSL Coverage 25.0% 45.0% 60.0% 70.0% 75.0% 80.0% 83.0% 85.0% 87.0%|
OSL Homes Passed 2.3 4.1 55 8.5 7.0 76 7.9 82 85
Subscribers
Beginning 0.000 0.000 0.072 0.179 0.406 0.667 0.889 1.051 1.210
Additions 0.023 0.072 0.107 0.227 0.262 0.222 0.162 0.159 0.126
Ending 0.023 0.072 0.179 0.406 0.667 0.889 1.051 1.210 1.335
Average 0.011 0.036 0.125 0.292 0.536 0.778 0.970 1.130 1.273
% Penetration of DSL Homes Passed 1.0% 1.8% 3.3% 6.3% 9.5% 11.8% 13.3% 14.8% 15.8%;
Average Monthty Subscription Fee $42.00 $40.74 $38.70 $35.99 $33.11 $29.80 $26.82 $24.14 $21.73
% Change -3.0% -5.0% -7.0% -8.0%  -10.0% -10.0%  -10.0% -10.0%
Tolal Subscription Annual Suscription Payments 5.7 17.5 58.2 126.3 213.2 278.3 312.2 3274 3318
x 30% = AOL DSL Broadband PC Revenues 1.7 §.2 175 379 64.0 83.5 93.7 98.2 935
% Change 2086% 232.6% 117.0% 68.8% 30.6% 12.2% 4.9% 1.3%
AOL TV:
lintemet-TV Househoids (CLS estimates and Next Century Media) 0.5 [+X:] 12 1.6 23 32 3.9 4.5 49
% of TV Househotds 5.0% 8.0% 12.0% 16.0% 22.0% 30.0% 37.0% 42.0% 45.0%
ACL TV:
Subscribers:
Beginning 0.000 0.008 0.032 0.086 0.247 0435 0.662 0.903 1.081
Additions 0.100 0.025 .053 0.162 0.188 0.227 0.241 0.177 0.089
Ending 0.008 0.032 0.086 0.247 0435 0.662 0.903 1.081 1.169
Average 0.004 0.020 0.059 0.166 0.341 0.549 0.783 0.992 1.125
% of Total Canadian Internet-TV Households 1.5% 4.0% 7.0% 15.0% 19.0% 21.0% 23.0% 24.0% 24.0%
Average Monthly Subscription Fee $30.00 $30.00 $28.50 $27.08 $25.72 $24.44 $22.72 $21.13 $19.65
Total Subscription Annual Suscnption Payments 14 7.2 20.2 54 .1 105.3 160.8 2135 2516 2654
x 30% = AOL TV Revenues 0.4 22 6.1 16.2 316 48.3 64.0 75.5 79.6
% Change 430.9%  181.5%  168.0% 94.7% 52.8% 32.7% 17.9% 5.5%i
Consolidated Company-Wide Subscription Revenues 88.6 140.2 2174 3243 4313 5119 547.5 546.5 524.9 489.5
% Change 58.2% 55.1% 49.1% 33.0% 18.7% 7.0% 0.2% -3.9% -6.7%.
Total Ending Subscribers
Dial-Up AOL 04 07 1.1 16 20 22 22 21 19 1.7
Dial-Up CompuServe 0.0 0.1 0.1 0.2 04 0.5 0.5 0.5 05 05
AOL Broadband PC 0.0 0.0 0.1 0.2 08 1.3 19 22 27 30
AOL Broadband TV 0.0 0.0 0.0 0.1 0.2 0.4 Q.7 0.9 11 1.2
Total Subscribers 04 07 13 21 a3 44 52 58 6.2 6.3
% Change 65.3% 76.1% 63.6% 59.8% 31.3% 19.1% 10.2% 7.3% 2.2%]

Source: Credit Lyonnais Securities estimates
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Exhibit 56: AOL Canada Advertising and E-Commerce Revenue Projections
mithons)
Advertising and E-Commerce Fees
Advertising
Average Subscnbers 0.440 0.734 1227 1994 3.001 4.022 4857 5459 5.884 6.133
x Average Monthly User Sessions per Average Subscnber 11.0 119 128 13.9 145 15.3 16.0 16.8 177 186
x Average Page Views per Session 9.0 9.5 9.9 10.4 109 14 18 12.3 12.8 133

x 12 = Total Page Views in AOL/CompuServe Subscription Areas 523.0 888.9 1.874.8 34537 5731.1 8.389.4 110629 135775 159796 18.1889

Non-Subscnption Areas

Aggregate Average Monthly Unique Visitors 3.0 32 35 38 4.1 43 4.6 4.8 51 53

x Average Monthly User Sessions per Umque Visitor 33 34 36 39 4.1 4.3 45 47 4.9 5.2

% Average Page Views per Session 7.0 76 7.9 83 8.8 9.1 9.5 98 10.2 10.6

x 12 = Total Page Views in Non-Subscriber Areas 819.0 1.003.0 1,1843 1.462.7 1.741.7 2.016.0 23336 2.675.7 3.067.9 3.517.7
Total AOL Page Views 13420 19919 30691 49165 74728 104054 13394 162532 190475 217066

x Advertising Revenues Per Page View (+10% Yr) $5.00 $6.50 $8.13 $9.75 $11.70 $13.46 $14.53 $15.69 $16.95 $18.31
Total Advertising Revenues 6.7 129 249 47.9 87.4 140.0 194.7 255.1 322.8 3973
% Change 93.0% 92.6% 92.2% 82.4% 60.1% 39.0% 31.0% 26.6% 231%

E-Commerce Fees:

Commerce Sile Page Views—% of Total Annual Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 05% 0.5% 0.6% 06%
Page Views on Commerce Sites 20 4.0 77 14.7 262 416 60.3 813 104.8 130.2
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 215% 225% 23.5% 24.5% 255% 26.5% 27.5% 28.5%
= Total E-Commaerce Purchases 0.4 08 1.6 33 6.1 10.2 15.4 215 288 37

x Average Purchase/Download Price $25.00 $26.00 $26.78 $27.58 $28.41 $20.26  $30.14 $31.05 $31.98 $32.94

= Totat E-Commerce Purchases ($ millions) 10.1 212 44.2 915 174.6 2984 463.3 668.6 921.2 1.2225

x AOL Commussions {%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E-Commerce Fees 10 21 44 9.2 175 29.8 46.3 66.9 92.1 1223
% Change 111.0% 108.0% 107.2% 90.8% 70.9% 55.3% 44.3% 37.8% 32.7%
Total Advertising and E-Commerce Fees 1.7 181 294 571 104.9 169.8 241.0 3219 415.0 519.6
% Change 95.3% 84.8% 94.5% 83.7% 61.9% 41.9% 33.6% 28.9% 25.2%

Source: Credit Lyonnais Securities estimates

Exhibit 57: AOL Canada Income Statement Projections
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Revenues:
Subscription
Dial-Up AOL 79.7 1271 196.0 2658 296.9 2928 266.9 229.2 188.2 149.0
Dial-Up CompuServe 9.0 108 13.2 30.5 54.2 65.0 65.2 59.9 52.6 443
Cable ACL Plus 0.0 0.2 08 45 26.0 58.5 83.7 99.6 110.4 116.4
DSL AQL Plus 0.0 .7 52 175 379 84.0 835 93.7 98.2 995
AOL TV 0.0 0.4 2.2 6.1 16.2 316 48.3 64.0 75.5 79.6
Total Subscnption Revenues 88.6 140.2 2174 3243 431.3 511.9 547.5 546.5 524.9 489.5
Advertising, E-Commerce Fees and Other Revenues
Advertising 6.7 129 249 479 874 140.0 194.7 255.1 3228 397.3
E-Commerce 1.0 2.1 4.4 9.2 17. 29.8 463 66.9 92.1 22.
Total Advertising and E-Commerce Fees 7.7 15.1 29.4 57.1 104. 169.8 241.0 321.9 415.0 19.
Totai Consolidated AOL Canada Revenues 96.3 155.3 2468 3814 536. 681.7 788.5 868.4 939.9  1,009.
% Change 61.2% 58.9% 54.5% 40.6% 27.1% 15.7% 10.1% 8.2% 7.4%
Cosls of Revenues (62.6) (96.3)  (1456)  (217.4)  (207.6)  (368.1)  (415.9)  (447.2)  (474.6)  (499.5)
Gross Profit 337 53.0 101.2 164.0 2386 3136 3726 4212 465.2 509.6
% Margin 35.0% 38.0% 41.0% 43.0% 44.5% 46.0% 47.3% 48.5% 49.5% 50.5%
% Change 75.0% 71.5% 62.1% 45.5% 31.4% 18.8% 13.0% 10.5% 9.5%
Other Operating Costs:
Sales and Marketing (19.8) 29.M (44.7) (65.4) {71.9) (79.1) (87.0) (94.0) (101.5) (109.7)
Sales and Marketing per Average Analog Subscnber ($45.00) ($40.50) ($36.45) ($32.81) (527.88) ($23.70) ($22.04) ($20.94) ($20.31) ($19.91)
Product Development (10.1) (12.4) (16.0) (19.1) (21.4) (22.2 (21.7} (19.5) (16.4) (12.6)
General and Administrative {14.5) (17.3) (19.4) (21.4) (235)  {258) (27.7) (29.3) (31.1) (32.9))
Total (44.4) (59.5) (80.2) (1058) (1169} (127.1)  (1364) 142.9Y  (1491)  (1552)
EBITDA (10.7) {0.5) 21.0 58.2 1217 186.4 236.2 278. 316.2 3544
% Margin -11.1% 0.3% 85% 15.3% 22.7% 271.3% 30.0% 32.0% 33.6% 35.1%)|
% Change -4416.1%  177.1%  109.2% 53.2% 26.7% 17.8% 13.6% 12.1%
Depreciation and Amortization (5.9) {10.7) (16.3) (22.1) (27.0) (29.2) {(30.2) (31.3) (32.3) (33.0
Operating Income (16.6) {11.2) 47 361 847 157.2 206.0 2410 2839 3214
% Margin -17.2% 7.2% 1.9% 9.5% 17.7% 23.1% 26.1% 28.4% 30.2% 31.8%
% Change -326% -1420% 669.7%  162.6% 66.1% 31.0% 19.9% 15.0% 13.2%
Net Interest Expense {1.4) 0.6 (0.7) {0.5) 24 8.7 18.5 31.1 46.4 644
Pretax iIncome {17.9) (10.6) 39 355 a7 165.9 2245 278.0 330.3 3BS.a
% Margin -18.6% -6.8% 1.6% 9.3% 18.1% 24.3% 2B.5% 32.0% 35.1% 38.2%
% Change -40.8% -137.2% B02.0%  173.2% 71.0% 35.3% 23.9% 18.8% 16.8%

Source: Credit Lyonnais Securities estimates
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Exhibit 58: AOL Canada Margin Analysis

Gross Margin 35.0% 38.0% 44 0% 43.0% 44.5% 46.0% 47 3% 48.5% 49 5% 50.5%
Operating Costs as a % of Revenues
Sales and Marketing 206% 19.1% 18.1% 17.1% 13.4% 11.6% 11.0% 10.8% 10 8% 10 9%
Product Development 10.5% 8.0% 6.5% 50% 4.0% 3.3% 2.8% 2.3% 1.8% 1 3%
General and Administrative 15.0% 11.2% 7.9% 56% 4.4% 3.8% 3.5% 3.4% 33% 3.3%
Tolal 46.1% 38.3% 32.5% 27 7% 218% 18.7% 17 3% 16.5% 15.9% 15.4%
|EBITDA Margin -11.1% -0.3% 8.5% 15.3% 22.7% 27.3% 30.0% 32.0% 33.6% 35.1%

Source: Credit Lyonnais Securities estmates

Exhibit 59: AOL Canada Cash Flow Projections

1§ milions} o

Pretax Income (17.9) {10.6} 39 355 97.1 165.9 2245 2780 330.3 38538
Depreciation and Amortization 5.9 10.7 16.3 221 27.0 29.2 30.2 313 323 33.0
After-Tax Cash Flow (12.0) 0.1 20.2 57.6 1241 195.2 2547 309.4 362.6 418.8
Capital Spending (225 (28.1) 33.8) 38.8) {35.0) (30.0) (30.9) (30.0 (30.0) (30 OL
Free Cash Flow {34.5) {28.0) (13.5) 188 89.1 165.2 2247 279.4 332.6 388.8
Net Debt:

Beginning 0.0 255 (26) (16.1) 27 918 2570 481.6 761.0 1,0935

Ending (34.5) (2.6} (16.1) 2.7 518 257.0 481.6 7610 1,093.5 1.482.3

Average (17.3) 11.4 (9.3) (6.7) 47.3 174.4 369.3 621.3 927.3 1,287.9

Source: Credit Lyonnais Securities estimates

Exhibit 60: AOL Canada Depreciation Schedule

| B

Beginning PP&E 7.0 28.1 50.6 74.2 98.2 113.6 1208 126.7 1313 135.1
Capital Spending 25 28.1 338 3838 350 30.0 30.0 30.0 30.0 300
Acquirad PP&E
Depreciation (5.9) {10.7) {16.3) (22.1) (270 (29.2) {30.2) (31.3) (32.3) (33.0)

Source: Credit Lyonnais Securities estimates
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Exhibit 61: AOL Canada DCF Vaiuation

8 millions)

Free Cash Fiow

Free Cash Flow to Firm (FCFF)
% Change

Assumptions.
Terminal Growth Rate
WACC
Terminal

Years to Discount

Present Value of FCFF

Sum of Present Vaiue or FCFF Stream
Present Value of Terminal Value
Ending Net Cash (Debt)
Net Present Value

% Change

Add. After-Tax Interest (0 f Average Net Cash Position)

{34.5) (28.0) (139 18.8 891 1652 2247 279.4 3326 3888
1.4 0.0 Q7 05 0] a0 00 0.0 00 09
(31.2) (28.0) {12.8) 19.4 89.1 165.2 2247 279.4 33286 3888

360.2% 854% 360% 24.4% 19 0% 16.9%

11.5%
14.1%
38.5x

0 1 2 3 4 S 6 7 8 9|

Q 1 2 3 4 5 6 7 8

0 1 2 3 4 5 ] 7

0 1 2 3 4 5 6)

[} 1 2 3 4 E

0 1 2 3 4

0 1 2 3

0 1 2

0 1

of

(33.2) {24.6) (9.8) 131 527 858 102.3 1116 116.6 1196

(280) (112) 149 60.1 978 16.7 127.3 132.9 136.3

(12.8) 17.0 68.5 115 133.0 1451 151.5 155.4

194 78.1 1271 151.6 165.4 1727 1771

89.1 149 1729 188.6 196.9 2019
165.2 197.1 2150 2245 230.2

2247 245.1 255.9 262.4

279.4 917 209.2

3326 341.0

388.8

534.1 646.7 769.2 as1.5 9842 10318 988.0 870.2 673.6 388.8
50398 57453 65497 74686 85119 57036 110621 126108 143763 163880
34.5 2.6 16.1) 2.7 91.8 257.0 4816 761.0 10835 14823
5,530.3 63895 7,023 53608 95979 10,9924 12,5318 14,2420 16,143.5 18,260.1
15.3% 14.3% 14.5% 14.8% 14.5% 14.0% 13.6% 13.4% 13.1%

Source: Credit Lyonnais Securities estimates

Europe

Growth of the Internet in Europe has been relatively uneven thus far due to cultural,
regulatory, and economic differences among its countries. The most highly penetrated
European markets thus far are located in the western and northern areas of the continent.
e artrbute this to: (1) a more competitive telecommunications environment, allowing for
lower access: (2) wealth distribution skewed to the north and west; and (3) generally carlier
acceptance of technology in the north. For example, according to the Computer Industry
Almanac, Sweden is the most highly penetrated country in the world, with an estumated
43.3%, of the country’s population online in 1999.

Most of the available literature puts the stage of development of the Internet in Furope 2-3
vears behind that in the U.S. Most projections call for growth in European Internet usage,
advertising and e-commerce to outpace that in the U.S. over the next five years, due
primarily to continued communications cost decreases, greater access to capital (both
venture capital and public equity activity has picked up dramatically over the past year) and
the proliferation of access devices. PC prices in several European markets are below those
in the U.S.,'and wireless access and interacuve TV-based Intemet access have already gained

momentum in Europe.

We present our AOL Europe projections below. Due mostly to domestic competitors
which are aligned with telephony carriers, AOL has not yet been able to attain a dominant
positon in Europe. For example, AOL UK was overtaken as the leading British ISP by
FreeServe only four months after launch of its free service. While AOL has countered with
a value brand in Netscape, the FreeServe example shows how tenuous the competitive
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landscape 15 in Europe. In its largest European market, AOL 15 currentdy signiticantly
behind the T-Online service of Deutsche Telekom (over 3 million subscnbers for T-Online
versus just over | million for AOL Germany).

Exhibit 62: AOL Europe Subscriber Projections

Year-end Subscnbers

Germany 0.953 1.353 1.853 2553 3.253 3753 4.153 4.453 4753 50853
UK
AOL 0.795 1.195 1.695 2088 2.445 2.745 3045 3.295 3.545 3795
Netscape 0.000 0.350 0.700 1.050 1400 1.750 2.100 2.450 2.800 3150
France 0.465 0.865 1.265 1665 2.015 2315 2615 2.865 3115 3365
Other Europe Terlones 0.150 0.300 0.700 1.300 1.900 2440 2926 3.363 3757 4111
CompuServe {Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1365
Total AOL Europe Subscribers 3.188 4,988 7.228 9.759 12,181 14.230 16.112 17.737 19311 20.839
Propartionate Subscribers
Germany 0.857 1.217 1.667 2297 2927 3377 3737 4.007 4277 4.547
UK
AOL 0.795 1.195 1.695 2.095 2.445 2.745 3.045 3.295 31545 3.795
Netscape 0.000 0.350 0.700 1.050 1.400 1.750 2.100 2450 2.800 3.150
France 0.209 0.389 0.569 0749 0.907 1.042 1.177 1.289 1402 1.514
Other Europe Teritories 0.150 0.300 0.700 1.300 1.900 2440 2.926 3.363 3.757 411
CompuServe (Europe Only) 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1311 1.341 1.365
Total AOL Eurcpe Subscribers 2837 4.377 6.347 8.588 10.748 12.581 14.259 15.716 17.122 18.483

Source: Credit Lyonnais Securities estimates

Credit Lyonnais Securities February 28,2000 77




| T

America Online Inc. / Time Warner Inc.

AOL Germany

Exhibit 64: AOL Germany Subscription Revenue Projections

15 milllons) B
Subscriplion Revenues:
Subscribers (millions):
Beginning 0678 0.953 1.353 1.853 2553 3.253 3753 4153 4453 1753
Additions 0.275 0.400 0.500 0.700 0.700 0.500 0.400 0.300 0.300 0.300
Ending 0.953 1.353 1853 2.553 3.253 3.753 4.153 4453 4753 5053
Average 0.815 1.153 1.603 2.203 2.903 3.503 3953 4.303 4603 4903
x Average Monthly Subscription Rate $5.13 $5.00 $4.85 $4.66 $4.42 $4.11 $3.78 $3.41 $3.07 8276
% Change -2.5% -3.0% -4.0% -5.0% -7.0% -8.0% -10.0% -10.0% -10.0%
Total AOL Subscription Revenues 50.2 69.2 933 1231 1541 1729 178.5 175.9 169.3 1623
% Change 37.8% 34.9% 31.9% 25.2% 12.2% 3.8% -2.0% -3.7% -4 1%
Access Surcharge:
Average Subscribers 0.815 1.153 1.603 2.203 2.903 3.503 3,953 4.303 4603 4.903
Average Daily Connections 08 09 10 1.0 1.1 1.1 1.2 1.2 13 1.3
Average Monthly Connections per Average Subscriber 24.0 270 285 30.0 315 330 Mus 36.0 375 390
x 12 = Annual Subscnber Connections {mm) 288.0 324.0 3420 360.0 378.9 396.0 4140 432.0 450.0 468.0
x Average Monthly Subscnption Rate $0.00 $0.03 $0.03 $0.03 $0.03 $0.02 $0.02 $0.02 $0.02 $0.02
% Change -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5.0% -5 0%
Total AOL Access Revenues 0.0 116.6 117.0 117.0 116.7 116.1 1163 1143 1131 1118
% Change 0.3% 0.0% 0.2% 0.5% 0.7% 0.9% -1.0% -1.2%
Carrier Fees:
Oid Plan
Usage:
Average Monthly Connections per Average Subscriber 240
x Average Duration of Connection (Minutes) 15.0
= Average Usage per Subscriber Per Month 360.0
x Average Monthly Subscription Rate Per Hour (-3% per Yr) $2.56
x 12 = Annual Carrier Fees 184.7
New Plan
Usage:
Average Monthly Connections per Average Subscriber 27.0 28.5 30.0 3.5 33.0 345 36.0 375 39.0
x Average Duration of Connection (Minutes) 18.0 270 311 342 376 39.4 414 435 457
= Average Usage per Subscriber Per Month 486.0 769.5 9315 1,075.9 1.239.8 1.361.0 1.491.2 1,631.0 1,781.0
x Average Monthly Subscription Rate Per Minute (-3% per Yr) $0.02 $0.02 $0.02 $0.02 $0.02 $0.02 $0.01 $0.01 $0.01
x 12 = Annual Carrier Fees 116.6 1754 2018 2214 2424 252.7 2631 2734 2836
% Change -36.8% 50.4% 15.0% 9.7% 9.5% 4.3% 4.1% 39% 3.7%]
Total AOL. Germany Subscription Revanuss 2348 3024 3887 4418 492.1 5314 547.6 553.2 555.8 §57.7
% Change 28.8% 27.5% 14.5% 11.4% 8.0% 3.0% 1.0% 0.5% 0.3%,
Equivalent Flal Monthly Fee $24.01 $21.87 $20.06 $16.72 $14.13 $12.64 $11.54 §10.72 $10.06 $9.48
% Change -8.9% -8.3% -16.7% -15.5% -10.5% -8.7% -7.2% -6.1% -5.8%

Source: Credit Lyonnais Securities estimates
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Exhibit 65: AOL Germany Advertising and E-Commerce Revenue Projections

[ milons)
Advertising and E-Commerce Fees:
Advertising:
Average Subscribers 0.815 1.153 1.603 2203 2.903 3.503 3.953 4303 4.603 4903
x Average Monthly User Sessions per Average Subscriber 240 27.0 285 30.0 315 33.0 345 360 37.5 390
x Average Page Views per Session 120 126 13.2 139 14.6 15.2 15.8 164 17 1 177

x 12 = Total Page Views in ACL/CompuServe Subscnption Areas 28166 47050 72508 110146 16.003.0 210400 258153 304960 353409 407163

Non-Subscription Areas

Aggregate Average Monthly Unique Visitors 10 11 1.2 1.3 14 14 1.5 16 17 13
x Average Monthly User Sessions per Unigue Visitor 35 37 39 4.2 44 4.6 48 51 53 56
x Average Page Views per Session 70 7.6 789 83 88 9.1 95 938 102 10.6
x 12 = Total Page Views in Non-Subscriber Areas 2940 360.1 428.7 525.1 6252 723.7 837.7 960.5 1101.3 1.262.8
Totai ACL Page Views 31106 50650 7.679.5 11.539.6 166282 217637 26653.0 314565 364422 419791
x Advertising Revenues Per Page View (+10% Yr) $6.50 $8.45 $10.56 $12.68 $14.58 $16.03 $17.32 $18.70 $20.20 $21.81
Total Advertising Revenues 20.2 428 81.1 146.3 2424 349.0 461.5 588.3 736.1 9157
% Change 1M11.7% 89.5% B0.3% 65.7% 44.0% 32.3% 27.5% 25.1% 24 4%,
E-Caommerce Fees:
Commerce Site Page Views—% of Totat Annual Page Views 0.2% 0.2% 0.3% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page Views on Commerce Sites 47 10.1 19.2 346 58.2 87.1 1199 157.3 200.4 2519
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 275% 28.5%|
= Total E-Commerce Purchases 0.9 21 41 7.8 137 213 30.6 417 55.1 718
x Average Purchase/Downioad Price $25.00 $26.00 $26.78 $27.58 $28.41 $29.26 $30.14 $31.05 $31.98 $32.34
= Total E-Commerce Purchases (3 millions) 233 54.0 110.5 2149 388.6 624.1 921.8 1.2940 1.762.5 23643
x AOL Commissions {%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E-Commerce Fees 23 5.4 11.1 215 8.9 2.4 92.2 129.4 176.3 236.4
% Change 131.4%  104.7% 94.4% 80.9% 60.6% 47.7% 40.4% 36.2% 34.1%)
Total Advertising and E-Commerce Fees 286 43.2 922 167.8 2812 4114 553.7 71,7 9123 11522
% Change 113.7% 91.2% 82.0% 67.7% 46.3% 34.6% 29.6% 27.1% 26.3%

Source: Credit Lyonnais Securities estimates

t Projections

[ fg%‘-‘“‘ = )
Revenues:
Subscription 2348 3024 385.7 441.8 492.1 531.4 547.6 553.3 555.8 557.7
Advertising. E-Commerce Fees and Other Revenues
Advertising 20.2 42.8 81.1 146.3 2424 349.0 461.5 588.3 7361 915.7
E-Commerce 2.3 54 11.1 21.5 38.9 624 92.2 1294 176.3 236.4
Total Advertising and E-Commerce Fees 226 48.2 92.2 167.8 281.2 4114 553.7 717.7 9123 1.152.2
Total Consolidated AOL Germany Revenues 257.4 350.8 477.8 609.5 7734 942.7 1,101.3 1,270.9 1,468.1 1,709.8
% Change 36.2% 36.3% 27.6% 26.9% 21.9% 16.8% 15.4% 15.5% 16.5%
Costs of Revenues {154.4) (205.1) {272.4) {338.3) (417.6) (434.9) (567.2) (641.8) (726.7) {829.3)
Gross Profit 103.0 145.5 205.5 271.2 355.7 447.8 534.1 629.1 7414 8B0.6
% Margin 40.0% 41.5% 43.0% 44.5% 46.0% 47.5% 48.5% 49.5% 50.5% 51.5%
% Change 41.3% 41.2% 32.0% 31.2% 25.9% 19.3% 17.8% 17.8% 18.8%

Other Operating Costs:
Sales and Markeling (36.7) (59.6) (76.3) 96.5) (117.0) (134.1) (143.7) (148.7) (154.2) (159 4)
Sales and Marketing per Average Analog Subscriber (345.00) ($51.75) ($47.61) ($43.80) ($40.30) ($38.28) ($36.37) ($34.55) ($33.51) (§32.51)

Product Development (29.6) (36.8) (45.4) (53.3) (61.9) (70.7) (771 (82.6) (88.1) (94.0)
General and Administrative {25.7) {33.5) {37.5) {41.2) {45.3) (48.1) {50.9) (54.0) (57.2) {60.7
Total (92.0) (129.9) (159.2) {191.0} {224.2) {252.9) {271.8} {285.3) (299.6) (314.1)
EBITDA 10.8 15.6 48.3 80.2 131.6 194.9 262.3 3438 4418 566.5
% Margin 43% 4.4% 9.7% 13.2% 17.0% 207% 23.8% 271% 30.1% 33.1%)|
% Change 42.5% 197.0% 73.2% 64.0% 48.2% 34.6% 31.1% 28.5% 28.2%
Depreciation and Amortization {40.9) {46.1) {54.6) (60.4) (62.6) (65.1) (67.1) (68.7) (69.9) {70.9)]
Operating Income (30.0) {30.5) (8.3) 19.8 68.9 129.8 195.3 275.2 3.9 495.5
% Margin 11.6% -8.7% 1.7% 3.2% 8.9% 13.8% 17.7% 21.7% 25.3% 29.0%;
% Change 1.7% 72.7%  -338.0% 248.8% 88.3% 50.4% 40.9% 35.1% 33.2%)
Net Interest Expense (1.2} (3.9) (6.3) (6.0) (1.8) 4.6 14.0 27.7 46.7 724
Pretax Income (31.1) (34.4) (14.6) 13.8 67.1 134.4 209.2 302.9 418.6 567.9
% Margin -12.1% -9.8% -3.1% 2.3% 8.7% 14.3% 19.0% 23.8% 28.5% 33.2%
% Change 10.6% -57.6% -194.5%  387.4% 100.3% 55.6% 44.7% 38.2% 35.7%

Source: Credit Lyonnais Securities estimates
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Exhibit 67: AOL Germany Margin Analysis

{3 millions) TOOE _ 2000E  2001E 2002 2003E  2004E Z005E 2006k ]
Gross Margin 40.0% 41.5% 43.0% 44 5% 46.0% 47 5% 48.5% 49.5% 50.5% 51 5%
Operating Costs as a % of Revenues

Sates and Marketing 14.2% 17.0% 16.0% 15.8% 151% 14.2% 13.1% 11.7% 10.5% 9 3%
Product Development 11.5% 10.5% 9.5% 8 8% 80% 7.5% 7.0% 6.5% 6.0% 5.5%
General and Administrative 10.0% 9.5% 7.8% 6.8% 5.9% 51% 4.6% 4.2% 39% 3.5%
Total 35.7% 37.1% 33.3% 31.3% 29.0% 26.8% 24. 7% 22.4% 20.4% 18 4%
iEBlTDA Margin 4.3% 4.4% 9.7% 13.2% 17.0% 20.7% 23.8% 27.1% 30.1% 33.1%)|

Source: Credit Lyonnais Securities estimates

Exhibit 68: AOL Germany Cash Flow Projections

($ mitlions) Iz : E

Pretax tncome (31.1) (34.4) {14.6) 13.8 67.1 1344 209.2 302.9 418.6 567.9
Depreciation and Amortization 40.9 46.1 54.6 60.4 62.6 65.1 67.1 68.7 69.9 70.9
After-Tax Cash Flow 9.8 11.7 40.0 74.2 129.7 199.5 276.3 371.5 488.5 638.8
Capital Spending {38.6) (52.6) (57.3) {50.0) (50.0) (50.0) (50.0) (50.0) (50.0) {50.0)
Free Cash Flow (28.8) (40.9) (17.3) 24.2 79.7 149.5 226.3 3215 438.5 588.8
Net Debt:

Beginning 0.0 (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7

Ending (28.8) (69.8) (87.1) (62.9) 16.9 166.4 392.7 714.2 1,152.7 1,741.6

Average {14.4) (49.3) (78.4) (75.0) (23.0) 91.6 279.6 553.5 933.5 1,447.1

Source: Credit Lyonnais Securities estimates

Exhibit 69: AOL Germany Depreciation Schedule

" e Y ot bt e ORI o acsratan, B - Atnms mcbaksnscnid B - e

i

Beginning PP&E 125.0 138.6 163.5 188.1 200.5 2104 2183 2247 229.7 233.8
Capital Spending 38.6 52.6 57.3 50.0 50.0 50.0 50.0 50.0 50.0 50.0
Acquired PP&E
Depreciation (40.9) (46.1) (54.6) (60.4) (62.6) {65.1) (67.1) (68.7) (69.9) {70.9)

Source: Credit Lyonnais Securities estimates
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Exhibit 70: AOL Germany DCF Valuation

S miliions}

B

Free Cash Fiow
Add After-Tax Interest (0 if Net Cash}
Free Cash Fiow to Firm (FCFF)

% Change

Assumptions:

Terminal Growth Rate
WACC

Terminal Multiple

Years to Discount

Present Value of FCFF

Sum of Present Value or FCFF Stream
Present Value of Terminal Value
Ending Net Cash (Debt)
Net Present Value

% Change

TOWE __ JOOOE  2001E  2002E 2000 2004E  Z00SE _ 2J006E 2007 20

(288) (409 (173 242 797 1495 226.3 3215 4385 588 8

1.2 39 63 6.0 18 0.0 00 00 00 0.0

@777 (31.0)  (11.0) 30.2 816 1495 226.3 3215 4385 588.8

337%  -702% -3738%  1700%  B833%  51.4%  421%  364%  343%
11.0%
14.6%
27 .8x

0 1 2 3 4 5 6 7 8 9

0 1 2 3 4 5 8 7 8

o 1 2 3 4 5 6 7

0 1 2 3 4 5 6

0 1 2 3 4 5

0 1 2 3 4

0 1 2 3

0 1 2

0 1

0

@77 (325 (8.5) 20.4 483 777 103.1 1285 153.7 181.1

(37.0) @n 232 55.1 88.5 175 146.5 175.2 206.4

(11.0) 265 62.8 100.9 134.0 167.0 199.8 2353

30.2 715 115.1 152.8 190.4 2277 2683

816 131.2 1741 217.0 2596 305.8

149.5 1985 247.4 296.0 3486

2263 282.0 3374 397.4

3215 384.6 453.1

4385 516.5

588.8

644.1 7658 9152 1,0559 11693 12401 12432 11592 955.0 5888

55363 63114 71950 82022 93506 106596 121520 138533 157927 18,0037

(288)  (69.8) (87.1)  (62.9) 16.9 166.4 3927 7142 11527 17416

6,151.6 70074 60231 90,1953 10,5368 12,0661 13,7879 157268 17,9005 20,3341

13.9%  145%  14.6%  146%  145%  143%  141%  138%  136%

Source: Credit Lyonnais Securities estimates
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Exhibit 71: AOL UK Subscription Revenue P

rojections

|

(S miions) 350 in
Subscription Revenues
Subscribers (mitiions).
Beginning 0.510 0.795 1.195 1895 2.095 2445 2745 3.045 3.295 3545
Additions 0285 0.400 0.500 0.400 0.350 0.300 0300 0.250 0.250 0.250
Ending 0.795 1.195 1.695 2.095 2.445 2745 3045 3.295 3545 3.795
Average 0.653 0.995 1445 1.895 2270 2.595 2.895 3170 3.420 3670
Subscnption Packages
1) Standard Pncing
Monthly Fee $16.50 $16.50 $15.84 $15.05 $14.30 $13.29 $12.23 $11.25 $10.13 59.11
% Change -4.0% -5.0% -5.0% -7.0% -8.0% -8 0% -10.0% -10 0%
Annual Rate $165.00 $16500 $158.40 $150.48 $142.96 $13295 $122.3t  $112.53  $101.28 $91.15
Subscriber Weighting
Monthly 90.0% 90.0% 89.0% 88.0% 87.0% 86.0% 85.0% 84.0% 83.0% 82.0%
Annual 10.0% 10.0% 11.0% 12.0% 13.0% 14.0% 15.0% 16.0% 17.0% 18.0%,
Weighted Average Option 1 Monthly Price §16.23  $16.23 $15.55 $1475  $1399  $1298 $11.93 $10.95 $9.84 $8.84
2) Light-User Pricing
Hourly Rate for 1st 3 Hours $8.17 $7.76 $7.29 $6.78 $6.31 $5.74 $5.17 $4.65 $4.18
Cast Per Additional Hour $3.88 $3.64 $3.43 $3.22 $3.03 $2.85 $2.67 $2.51 $2.36
Average Usage 3.713 3750 3787 3.825 3.863 3.902 3.941 3.980 4.020
Expected Monthly Rate $10.93 $10.49 $9.99 $9.44 $8.92 $8.31 $7.68 $7.11 $6.60
User Mix
Standard 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Light-User 0.0% 20.0% 19.0% 18.0% 17.0% 16.0% 15.0% 14.0% 13.0% 12.0%
'Weighted Average Subscription Rate $16.23 $15.17 $14.59 $13.89 $13.21 $12.33 $11.38 $10.50 $9.49 $857
6.5% -3.8% -4.8% -4.9% 6.6% 1.7% -7.8% -9.6% -9.6%
Total ACL Subscription Revenues 127.0 181.1 253.0 3159 3599 384.1 3954 399.2 389.3 3775
% Change 42.5% 39.7% 24.9% 13.9% 8.7% 3.0% 1.0% -2.5% -3.0%,
Camer Fees.
Usage:
Average Subscribers 0.653 0.995 1.445 1.895 2.270 2.595 2.895 3.170 3.420 3.670
% Taking Standard Pricing Plan 100.0% 80.0% 81.0% 82.0% 83.0% 84.0% 85.0% 86.0% 87.0% 88.0%
Subscribers on Standard Pricing Pian 0.653 0.796 1.170 1.554 1.884 2.180 2.481 2.726 2975 3.230
Average Daily Connections 08 09 10 10 11 1.1 12 12 1.3 1.3
Average Monthly Connections per Average Subscriber 240 270 28.5 30.0 315 3.0 345 36.0 378 38.0
x Average Duration of Connection (Minutes) 13.8 16.5 18.2 19.6 206 216 227 238 25.0 26.3
= Average Usage per Subscriber Per Manth 330.0 4455 517.3 588.1 6483 713.2 782.9 857.7 938.2 1.024.5
x Average Monthly Subscription Rate Per Minute (-5% per Yr) $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01 $0.0t
x 12 = Annual Carrier Fees 512 70.2 1139 163.3 2074 2454 2829 3193 3545 390.8
% Change 37.2% 62.2% 43.4% 27.0% 18.4% 15.2% 12.9% 11.0% 10.2%
Total ADL UK Subscription Revenuas 178.2 2513 366.8 479.2 567.3 629.5 678.3 718.5 743.8 768.3
% Change 41.0% 46.0% 30.6% 18.4% 11.0% 7.7% 5.9% 3.5% 3.3%
Netscape Online:
Subscribers (millions)
Beginning 0.000 0.500 0.850 1.200 1550 1.900 2.250 2.600 2950 3.300
Additions 0.500 0.350 0.350 0.350 0.350 0.350 0.350 0.350 0.350 0.350
Ending 0.500 0.850 1.200 1.550 1.900 2250 2.600 2.950 3.300 3650
Average 0.250 0.675 1.025 1.375 1.725 2075 2425 2775 3.125 3475
Equivalent Fiat Monthly Fee $22.76 $21.05 $21.16 $21.07 $20.83 $20.22 $19.52 $18.89 $18.12 17 44
% Change -7.5% 0.5% -0.4% -1.2% -2.9% -3.4% -3.3% 4 1% -3.7%|
Source: Credit Lyonnais Securities estimates
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Exhibit 72: AOL UK Advertising and E-Commerce Revenue Projections

{8 mifiions] _ T00TE__ F008E
Advertising and E-Commerce Fees:
Advertising
Average Subscribers 0.903 1.670 2,470 3.270 3.995 4670 5.320 5.945 6.545 7145
x Average Monthly User Sessions per Average Subscnber 24.0 27.0 285 300 315 33.0 345 36.0 375 33.0
x Average Page Views per Session 15.0 158 165 174 18.2 19.0 197 205 213 222
x 12 = Total Page Views in AOL Subscnption Areas 3.8088 85220 139699 204413 275332 350666 434337 526725 628209 741760
Non-Subscnption Areas
Aggregate Average Monthly Urigue Visitors 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 [ole}
x Average Monthly User Sessions per Unique Visitor 3.0 3.2 33 36 38 39 41 43 46 48
x Average Page Views per Session 75 8.1 85 89 94 9.8 10.1 10.5 1.0 14
x 12 = Total Page Views in Non-Subscnber Areas 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 00
Total ACL Page Views 38988 85220 139699 204413 275332 350666 434337 526725 628209 74.176.0
x Advertising Revenues Per Page View (+10% Yr) $7.50 $9.00 $10.80 $12.96 $1490  $16.39 $17.71 $19.12 $2065  $22.30
Total Advertising Revenues 29.2 76.7 150.9 264.9 410.4 574.9 769.0 10072 12974 16545
% Change 162.3% 96.7% 75.6% 54.9% 40.1% 33.8% 31.0% 28.8% 27 5%
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.0% 0.2% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.6% 0.6%
Page Views on Commerce Sites 02 12.8 314 613 103.2 149.0 206.3 2765 361.2 463 6
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 245% 255% 26.5% 27.5% 28.5%
= Total E-Commerce Purchases 0.0 26 6.8 13.8 243 36.5 526 733 99.3 1321
x Average Purchase/Download Price $25.00 $26.00 $26.78 §27.58 $28.41 $29.26 $30.14 $31.05  $31.98 $32.94
= Total E-Commerce Purchases ($ millions) 1.0 68.1 181.0 380.6 689.4 1,068.5 1,585.7 22750 31764 43517
x AOL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%|
= AOL E-Commerce Feas 0.1 6.8 18.1 38.1 68.9 106.8 158.6 227.5 317.6 435.2
% Change 6890.2%  165.6% 110.3% 81.1% §5.0% 48.4% 43.5% 39.6% 37.0%
Total Advertising and E-C Fees 293 83.5 169.0 303.0 479.3 681.7 8276 1,2347 16150 2,089.6
% Change 184.6% 102.3% 79.3% 58.2% 42.2% 36.1% 33.1% 30.8% 29.4%

Source: Credit Lyonnais Securities estimates

Exhibit 73: AOL UK Income Statement P,
Revenues:
Subscription 178.2 2513 366.8 479.2 567.3 629.5 678.3 718.5 7438 768.3
Advertising, E-Commerce Fees and Other Revenues
Advenrtising 29.2 76.7 150.9 2649 410.4 574.9 769.0 1.007.2 12974 1.654.5
E-Commerce 0.1 6.8 18.1 38.1 68.9 106.8 158.€ 227.5 317.6 435.2
Total Advertising and E-Commerce Fees 29.3 83.5 169.0 303.0 479.3 681.7 927 € 1,2347 16150 20896
Total Consolidated AOL UK Revenues 207.5 334.8 535.8 7821 1,046.6 1,311.3 1,605.¢ 1,953.3 2,358.8 2,857.9
% Change 61.3% 60.0% 46.0% 33.8% 25.3% 22.5% 21.6% 20.8% 21.2%
Costs of Revenues {128.7) {200.9) (310.8) (438.0) {565.2) (681.9) {807.0) (962.0) (1.138.1) {1,350.3)
Gross Profit 78.9 1339 2250 3441 481.4 629.4 798.9 9913 1,220.7 1.507.5
% Margin 38.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.8% 50.8% 51.8% 52.8%
% Change 69.8% 68.0% 52.9% 39.9% 30.7% 26.9% 24.1% 23.1% 23.5%
Other Operating Costs:
Sales and Marketing {40.6) {75.2) (111.2) {147.2) (179.8) (210.2) (239.4) (267.5) {294.5) {321.5),
Sales and Marketing per Average Analog Subscriber (345.00) (351.75) ($54.34) ($56.51) (358.77) ($61.12) ($63.57) ($66.11) ($68.75) ($71.50)
Product Development (24.9) (37.7) (57.6) (80.2) (102.0) {121.3) (140.5) (161.1) {182.8) (207.2)
General and Administrative {20.8) {24.9) (27.9) {30.7) {33. (35.8) {37.9) {40.2) 142.6) {45.2)
Total {86.3) {137.7) {196.6) {258.0} (315.8) (367.2) (417.8) {468.9) (519.9) {573.9)
HEBITDA (7.4) {3.9) 28.4 86.1 165.8 262.2 381.1 5224 700.7 933.6
% Margin -3.6% 1.1% 5.3% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%
% Change 48.7% -847.9%  203.3% 92.5% 58.1% 45.3% 37.1% 34.1% 33.2%
Depreciation and Amortization {36.2) (38.4) (45.7) {54.2) (62.2) (67.8) (72.2) (75.8) {78.6) (80.9)
Operating Income (43.6) (42.2) {17.3) 320 103.7 194.4 308.9 446.7 622.1 852.8
% Margin 21.0% -12.6% 3.2% 4.1% 9.9% 14.8% 19.2% 22.9% 26.4% 29.8%
% Change -3.4%  -59.0% -285.1%  224.2% 87.6% 58.9% 44.6% 39.3% 37.1%
Net Interest Expense {1.6) (5.6) (9.8) (11.7) 8.4) 1.5 14.3 34.3 63.6 104.9
Pretax income {45.2) (47.8) (27.1) 20.3 95.3 196.0 323.2 481.0 685.7 957.7
% Margin 21.8%  -14.3% 5.1% 2.6% 9.1% 14.9% 20.1% 24.6% 29.1% 33.5%)
% Change 56% -43.3% -1750% 369.1% 1057%  64.9%  4B8%  426%  397%

Source: Credit Lyonnais Securities estimates
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Exhibit 74: AOL UK Margin Analysis

{5 miliions}

Gross Margin 38.0% 40.0% 42.0% 44 0% 46 0% 48.0% 49 8% 50 8% 51 8% 52 8%

Operating Costs as a % of Revenues
Sales and Marketing 19.6% 22.4% 20.7% 18.8% 17.2% 16.0% 14.9% 13.7% 12.5% 113%
Product Development 12.0% 11.3% 10.8% 10.3% 9.8% 93% 8 8% 8.3% 7.8% 7 3%
General and Administrative 10.0% 7.4% 52% 3.9% 32% 2.7% 2.4% 2.1% 1.8% 1.6%
Total 41.6% 41.1% 36.7% 33.0% 30.2% 28.0% 26.0% 24.0% 22.0% 20.1%
EBITDA Margin -3.6% -1.1% 5.3% 11.0% 15.8% 20.0% 23.7% 26.7% 29.7% 32.7%

Source: Credit Lyonnais Securities estimates

Exhibit 75: AOL UK Cash Flow Projections

T8 miiions) ;

Pretax Income (45.2) (47.8) (27.1) 203 95.3 196.0 323.2 4810 685.7 957.7
Depreciation and Amortization 36.2 38.4 45.7 54.2 62.2 67.8 72.2 75.8 78.6 80.9
After-Tax Cash Flow 8.0) (9.4) 18.6 745 1875 263.7 395.4 556.7 7643 1,0386
Capitat Spending {31.1) (50.2) _(64.3) (75.0) (75.0) (75.0} {75.0} (75.0) (75.0) (75.0)
Free Cash Flow (40.1) {59.6) (45.7) {0.5) as 188.7 3204 481.7 689.3 963.6
Net Debt:

Beginning 0.0 (40.1) (99.8) (145.5) (146.0) (63.5) 126.2 4456 9273 16167

Ending (40.1) (99.8) (1455) (146.0) (63.5) 1252 4456 9273 16167 12,5803

Average (20.1) (70.0)  (122.6) (145.7) (104.7) 30.9 2854 686.5 1,272.0 20985

Source: Credit Lyonnais Securities estimates

Exhibit 76: A

Beginning PP&E 150.0 151.1 1711 201.2 236.0 263.8 286.0 3038 318.0 3294

Capital Spending 311 50.2 64.3 75.0 75.0 75.0 75.0 75.0 750 75.0
Acquired PP&E
Depreciation {36.2) (38.4) {45.7) (54.2) 62.2) (67.8) (72.2) (75.8) (78.6) {80.9)

Source: Credit Lyonnais Securities estimates
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Exhibit 77: AOL UK DCF Valuation

— (3 milllona}_
Free Cash Fiow (40.1) (59.6) (45.7) (0.5} 825 188.7 3204 4817 689 3 963 6
Add: Atter-Tax Interest (O if Net Cash) 1.6 56 98 117 84 00 00 0.0 00 00
Free Cash Fiow to Firm (FCFF) (38.5) (54.0) (35.9) 1.1 90.9 188.7 3204 481.7 689.3 963.6
% Change 40.2% -335% -131.0% 715.5% 107 7% 69.7% 50 4% 43.1% 39.8%
Assumptions:
Terminal Growth Rate 11.0%
WACC 14.6%
Terminal 27 .8x
Years to Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8|
4} 1 2 3 4 5 6 7
0 1 2 3 4 5 6|
0 1 2 3 4 5]
0 1 2 3 4
o} 1 2 3|
[} 1 2|
0 1
0
Present Value of FCFF (38.5) (47.4) {27.6) 7.5 53.8 98.0 146.0 1925 2417 296.3
(54.0) {(31.5) 8.6 €613 117 166.4 219.5 2755 337.8
(35.9) 98 69.9 127.4 189.7 250.2 3141 385.1
111 79.7 145.2 216.2 285.2 358.0 439.0
90.9 165.6 246.5 325.2 408.2 500.4
188.7 281.0 370.7 4653 570.5
3204 4226 5304 650.4
481.7 604.7 7414
689.3 845.2
963.6
Sum of Present Value or FCFF Stream 9222 10953 13102 15345 1,7367 18762 19238 18279 15346 963.6
Present Value of Terminal Value 9,142.1 10,422.0 11.881.1 13,5445 154407 176024 20,0668 228761 260787 29,7298
Ending Net Cash (Debi) —_(400) (898 (1455) (146.0) _(635) 1252 4456 9273 16167 25803/
Net Present Value 10,0242 11,4178 13,0459 149331 17,1139 19,6039 224361 25631.3 29,230.0 33,2736
% Change 13.9% 14.3% 14.5% 14.6% 14.5% 14.4% 14.2% 14.0% 13.8%

Source: Credit Lyonnais Securities estimates
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AOL France

Exhibit 78: AOL France Subscription Revenue Projections

—18 mithons)
Subscription Revenues:
Subscribers (millions)
Beginning 0.150 0465 0.865 1.265 1.665 2015 2315 2.615 2.865 3115
Havas Oniine 0.040
CompuServe France 0.050
Additions 0.225 0.400 0.400 0.400 0.350 0.300 0.300 0.250 0.250 G 250
Ending 0.465 0.865 1.265 1.665 2015 2315 2615 2.865 315 3.365
Average 0.353 0.665 1.065 1.465 1.840 2,165 2.465 2.740 2,990 3240
Subscription Packages:
Monthly Fee (FF95 per Mnth FY00) $16.17 $15.70 $14.92 $14.02 $13.18 $12.26 $11.28 $10.38 $9.34 $8.40
Annual Rate (FF650 per Yr FY0Q) $12.53 $8.95 $8.51 $8.00 $7.52 $6.99 $6.43 $5.92 $532 $4.79
Light-User (FF35 per Yr FY00) $7.65 $5.79 $5.50 $5.17 $4.86 $4.52 $4.15 $3.82 $3.44 $3.10
% Change -4.0% -5.0% -6.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%
Subscriber Weighting
Monthly Fee 70.0% 70.0% 69.0% 68.0% 67.5% 67.0% 66.5% 66.0% 65.5% 65.0%
Annuai Rate 20.0% 20.0% 22.0% 24.0% 26.0% 27.0% 29.0% 31.0% 33.0% 35.0%
Light-User 10.0% 10.0% 9.0% 8.0% 6.5% 6.0% 4.5% 3.0% 1.5% 0.0%
Weighted Average Monthly Subscription Rate $14.59 $13.36 $12.66 $11.87 $11.17 $10.37 $9.55 $8.80 $7.92 $7 14
% Change -8.4% -5.3% -6.3% -5.9% T1% -7.9% -7.9% -9.9% -9.9%
Total AOL Subscription Revenues 61.7 106.6 161.8 2086 246.6 269.4 282.5 289.2 284.3 2776
% Change 727% 51.7% 29.0% 18.2% 9.3% 4.9% 24% 1.7% -2.4%
Carrier Fees:
Usage:
Average Subscribers 0.353 0.665 1.065 1.465 1.840 2.165 2.465 2.740 23990 3240
Subscribers on Standard Pricing Plan 0.035 0.067 0.096 0.117 0.120 0.130 0.111 0.082 0.045 0.000
Average Daily Connections 0.8 0.8 0.9 0.9 1.0 1.0 1.1 1.1 1.2 1.2
Average Monthly Connections per Average Subscriber 25 240 255 270 28.5 30.0 31.5 33.0 345 36.0
x Avarage Duration of Connection (Minutes) 10.0 12,0 13.2 14.3 15.0 15.7 16.5 173 18.2 191
= Average Usage per Subscriber Per Month (Hours) 38 48 56 64 7.1 79 87 95 105 115
Usage Threshold Before Additional Hourly Rate (Hours) 3.0 20 20 20 2.0 20 20 20 20 20
x Avarage Monthly Subscription Rate Per Hour (-5% per Yr) $3.80 $3.70 $3.52 $34 $3.17 $2.95 3$2.74 $2.55 §2.35 $2.16
x 12 = Annual Camier Fees 1.2 83 146 207 23.3 269 24.3 19.0 10.7 0.0
% Change 585.8% 76.5% 42.1% 12.2% 15.8% -9.7% -22.1% -43.6%  -100.0%|
Total AOL France Subscription Revenues 629 1149 176.4 2294 269.8 296.4 306.9 308.2 295.0 2776
% Change 82.5% 53.5% 30.0% 17.6% 9.8% 3.5% 0.4% -4.3% -5.9%
Equivalent Fiat Monthly Fee $14.88 $14.40 $13.80 $13.05 $12.22 $11.41 $10.37 $9.37 $8.22 $7.14
% Change -3.2% -4.1% -5.5% -6.3% -6.6% -8.1% -9.7% -12.3% -13.2%;

Source. Credit Lyonnais Securities estimates
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Exhibit 79: AOL France Advertising and E-Commerce Revenue Projections

S milions}
Adverising and E-Commerce Fees:
Advertising:
Average Subscribers 0.353 0.665 1.065 1465 1.840 2.165 2.465 2.740 2.990 32ac
x Average Monthly User Sessions per Average Subscriber 225 240 255 270 28.5 30.0 318 330 345 36.0
x Average Page Views per Session 10.5 121 127 133 14.0 145 151 15.7 164 170
x 12 = Total Page Views in AOL Subscription Areas 999.3 23126 4119 6.319.0 8.796.3 113305 14,0874 170609 20.2423 238020
Non-Subscnplion Areas
Aggregate Average Monthly Unigue Visitors 0.4 05 05 LR 06 0.6 0.8 07 07 03
x Average Monthly User Sessions per Umique Visitor 3.0 32 33 36 38 38 4.1 43 46 48
x Average Page Views per Session 53 5.7 6.0 63 6.6 6.8 71 74 77 30
x 12 = Total Page Views in Non-Subscnber Areas 803 984 1171 1435 170.8 197.7 228.8 262.4 300.9 345.0
Totat AOL Page Views 10797 24110 42490 64625 89671 115282 143163 173233 205432 24,1480
x Advertising Revenues Par Page View (+10% Yr) $7.00 $8.40 $9.66 $1063 $11.69 $12.62 $13.63 $14.72 $1590 $17.17
Total Advertising Revenues 7.6 20.3 491.0 68.7 104.8 145.5 195.2 255.1 326.7 414.7
% Change 168.0% 102.7% 67.3% 52.6% 38.8% 34.1% 30.7% 28.1% 27 0%
£-Commerce Fees:
Commerce Site Page Views—% of Tolal Annual Page Views 0.1% 0.2% 0.3% 04% 0.4% 0.5% 0.5% 0.6% 0.6% 0.7%
Page Views on Commerce Sites 11 48 1.7 226 381 54.8 75.2 99.6 128.4 163.0
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5%
= Total E-Commerce Purchases 0.2 1.0 25 51 9.0 134 19.2 264 353 46.5
x Average Purchase/Downioad Price $25.00 $26.00 $26.78  $27.58 $28.41 §29.26 $30.14 $31.05 $31.98 $32.94
= Total E-Commerce Purchases ($ millions} 54 257 67.3 140.4 254.4 3926 577.7 819.5 1.129.1 1,530.1
x AGL Commissions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%|
= AQL E-Commerce Fess 0.5 2.6 6.7 14.0 254 39.3 57.8 81.9 112.9 153.0
% Change 376.1% 161.8%  108.7% 81.3% 54.3% 47.1% 41.9% 37.8% 35.5%
Total Advertising and E-Commerce Fees 8.1 228 48 82.7 130.3 184.8 252.9 337.0 439.8 567.8
% Change 181.8%  108.3% 73.1% 57.5% 41.9% 36.9% 33.2% 30.4% 29.2%

Source: Credit Lyonnais Securities estimates

Exhibit 80: AOL France income Statement Projection

Revenues:
Subscription 62.9 1149 176.4 2294 269.8 296.4 306.9 308.2 295.0 2776
Advertising, E-Commerce Fees and Other Revenues
Advertising 76 203 410 68.7 104.8 1455 195.2 2551 3267 414.7
E-Commerce 0.5 2. 6.7 14.0 254 39. 57. 81.9 112.9 153.0
Total Advertising and E-Commerce Fees 8.1 22. 47.8 82.7 130.3 184. 2528 337.0 439. 567.8
Total Consolidated AOL France Revenues 71.0 1377 2241 3121 400.1 421. 559. 645.2 734.6 845.4
% Change 93.9% 62.8% 38.2% 28.2% 20.3% 16.3% 15.3% 13.9% 15.1%|
Costs of Revenues (46.2) (85.4)  (1322)  (1748) (216.0) (2550}  (281.1)  (329.1)  (3T1.0)  (422.7)
Gross Profit 24.9 52.3 919 137.3 184.0 226.2 268.7 316.1 363.6 4227
% Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 48.0% 49.0% 49.5% 50.0%
% Change 110.5% 75.6% 49.4% 34.0% 22.9% 18.8% 17.7% 15.0% 16.2%)
Other Operating Costs:
Sales and Marketing (15.9) (29.0} (45.1) (60.2) (71.8) (80.2) (86.8) 91.7) {95.0) {97 .8)
Sales and Markeling per Average Analog Subscriber ($45.00) ($43.65) (542.34) ($41.07) ($39.02) ($37.07) (335.21) ($33.45) ($31.78) ($30.19)
Product Development {8.2) (14.8) (23.0) {30.4) (37.0) 42.1) {46.2) (50.0) (53.3) (57 1)
General and Agministrative (7.1 (8.5) (9.5) (10.5) 1.6) (12.2) {13.0) (13.8) (14.6) (15.5)
Total (31.1) (52.4) (778) __(101.1) _ (120.4) __ (134.6) _ (146.0) _ (1554) _ (162.9) (1703
EBITDA {6.3) (0.0) 143 36.2 631.7 91.6 122.7 160.7 200.8 2523
% Margin -8.8% 0.0% 6.4% 11.6% 15.9% 19.0% 21.9% 24.9% 27.3% 29.9%
% Change -99.6% -56378.2%  153.5% 75.8% 43.8% H1% 30.9% 24.9% 25.7%|
Depreciation and Amortization {4.5) (7.2) {12.1) {16.0} {17.0) {18.4) {19.5) {20.4) (21.1) {21.7)
Operating income (10.8) (7.2 22 20.2 46.7 731 103.2 140.3 179.6 230.6
% Margin -15.2% -52% 1.0% 6.5% 11.7% 15.2% 18.4% 21.7% 24.5% 27.3%
% Change -33.3%  -1299%  838.0%  130.5% 56.7% 41.1% 35.9% 28.0% 28.4%
Net Interest Expense {0.7) (2.3) {39) {4.1) (1.9) 1.7 6.2 12.8 21.7 33.4
Pretax Income (11.5) {9.5) {1.9) 16.2 44.7 748 109.4 153.1 201.3 204.0
% Margin -16.2% -6.9% -0.8% 5.2% 11.2% 15.5% 19.5% 23.7% 27.4% 31.2%
% Change -17.1% -81.6% -1021.2% 176.8% 67.2% 46.3% 39.9% 31.5% 31.1%

Source: Credit Lyonnais Securities estimates
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Exhibit 81: AOL France Margin Analysis

¥ mions) 20

Gross Margin 35.0% 38.0% 41.0% 44.0% 46.0% 47.0% 48.0% 49.0% 49.5% 50.0%
Operating Costs as a % of Revenues

Sales and Marketing 22.3% 211% 20.1% 19 3% 17.9% 16.7% 15.5% 14.2% 12.9% 116%

Product Development 11.5% 10.8% 10.3% 98% 9.3% 8.8% 8.3% 7.8% 7.3% 6 8%

General ang Administrative 10.0% 6.2% 4.3% 34% 2.9% 2 5% 2.3% 219 2.0% 1.8%

Total 43.8% 38.0% 34.6% 324% 30.1% 28.0% 26.1% 24.1% 22.2% 20 1.

EBITDA Margin -8.8% 0.0% 65.4% 11.6% 15.9% 19.0% 21.9% 24.9% 27.3% 29.9%

Source: Credit Lyonnais Securities estimates

Exhibit 82: AOL France Cash Flow Projections

15 milions) - W

Pretax Income (11.5) {9.5) {1.8) 16.2 447 748 109.4 153.1 2013 2640
Depreciation and Amortization 45 7.2 12.1 16.0 17.0 18.4 19.5 204 211 217
After-Tax Cash Flow (7.0} (2.4) 10.4 321 61.8 93.2 129.0 1735 2225 285.7
Capital Spending {10.7) {20.7) {26.9) {20.0) (20.0} (20.0) (20.0) (20.0) {20.0) (20.0)
Free Cash Flow {17.5) {23.0) (16.5) 12.1 41.8 73.2 109.0 1535 202.5 265.7
Net Debt:

Beginning 0.0 {17.6) {40.6) {57.2) (45.0) {3.3) 699 1789 3324 5349

Ending (17.6) (40.6) (67.2) (45.0) (3.3) 69.9 1789 3324 534.9 800.6

Average (8.8) (29.1) (48.9) (51.1) (24.2) 33.3 124.4 255.7 4336 667.7

Source: Credit Lyonnais Securities estimates

Exhibit 83: AOL France Depreciation Schedule

Beginning PP&E 120 203 36.9 56.4 65.1 721 777 821 85.7 88.6
Capital Spending 10.7 20.7 2.9 200 20.0 20.0 20.0 20.0 20.0 200
Acquired PPAE
Depreciation (4.5) (7.2) (12.1) (16.0) (17.0) (18.4) (19.5) (20.4) (21.1) (21.7)

Source: Credit Lyonnais Securities estimates
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Exhibit 84: AOL France DCF Valuation
T8 militons) 7
Free Cash Flow (17.6) (23.0) (165 12.1 418 73.2 109.0 153.5 202.5 2657
Add. After-Tax Interest (O if Net Cash} 0.7 2.3 3.9 4.1 1.9 0.0 0.0 0.0 0.0 )
Free Cash Flow to Firm {(FCFF) (16.9) (20.7) (12.6) 16.2 43.7 73.2 109.0 153.5 202.5 265.7
% Change 222% -39.0% -228.6% 169.4% 67.6% 48.8% 40.9% 31.9% 31 3%
Assumptions:
Termmnal Growth Rate 11.5%
WACC 14.6%
Terminal 32.3x
Years to Discount o] 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 3
0 1 2 3 4 5 [ 7
Q 1 2 3 4 5 6
o 1 2 3 4 5
0 1 2 3 4
[ 1 2 3
0 1 2
0o 1
0
Present Value of FCFF {16.9) (18.1) 9.7) 10.9 25.9 380 49.6 613 7.0 81.7
(20.7) (11.1) 125 29.5 43.4 56.6 69.9 80.9 932
(12.6) 14.2 336 494 64.5 79.7 92.2 106.2
16.2 38.3 56.3 73.6 909 105.1 1211
43.7 64.2 83.8 103.6 119.9 138.0
732 95.6 1181 136.7 1573
108.0 134.7 1558 179.4
153.5 177.6 2045
202.5 2331
265.7
Sum of Present Value or FCFF Stream 2937 354.2 4273 501.5 553.3 580.9 578.8 535.6 4355 265.7
Present Value of Terminal Vaive 2,928.1 3,338.0 38054 43381 49454 5.637.8 6,427.1 73269 8.352.7 9.522.0
Ending Net Cash (Debt) 176 40.6 57.2 45.0 3.3 69.9 178.9 3324 534.9 8006 |
Net Prasent Value 3,2042 36516 41755 47946 54954 62887 71848 8,194.9 93231 10,5884
% Change 14.0% 14.3% 14.8% 14.6% 14.4% 14.2% 14.1% 13.8% 13.6%
Source: Credit Lyonnais Securities estimates
Other AOL Europe Territories
Exhibit 85: AOL Europe (Other Territories) Subscription Revenue Projections
Subscription Revenues:
Subscribers (mitlions):
Beginning 0.100 0.150 0300 0.700 1.300 1.900 2.440 2.926 3.363 3.757
Additions 0.050 0.150 0.400 0.600 0.600 0.540 0.486 0.437 0.384 0.354
Encing 0150 0.300 0.700 1.300 1.900 2.440 2926 3.363 3.757 4111
Average 0.126 0.225 0.500 1.000 1.600 2.470 2.683 3.145 3.560 3.934
Weighted Average Subscription Rate $25.00 $24.00 $22.80 $21.66 $20.36 $18.94 $17.42 $16.03 $14.42 512.98
-3.0% -4.0% -5.0% -5.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%
Total AOL Subscnption Revenues 375 64.8 136.8 2599 390.9 493.1 560.9 604.8 6162 6129
% Change 72.8% 111.1% 90.0% 50.4% 26.1% 13.7% 7.8% 1.9% -0.5%)
Carrier Fees:
Usage:
Average Subscribers 0125 0.225 0.500 1.000 1.600 2.170 2.683 3.145 3.560 3.934
x Average Daity Connections 0.5 0.7 038 0.8 0.9 09 1.0 1.0 11 11
x Average Monthly Connections per Average Subscriber 15.0 21.0 225 240 255 27.0 285 300 Nns 330
x Average Duration of Connection (Minutes) 12.0 145 16.0 172 18.1 19.0 19.9 209 20 231
= Average Usage par Subscriber Per Month 180.0 304.5 3589 413.4 461.2 512.8 568.3 628.1 692.5 7618
x Average Monthly Subscription Rate Per Minute {-5% per Yr) $0.02 $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
x 12 = Annual Carrier Fees 54 156 389 806 129.5 175.7 216.7 252.6 2838 3105
% Change 189.3%  148.8% 107.4% 60.7% 35.7% 23.3% 16.6% 12.3% 9.4%
Total Other AOL Europe Subscription Revenues 423 80.4 175.7 340.5 5204 668.8 776 8574 900.0 9234
% Change 87.5% 118.4% 93.8% 52.8% 28.5% 16.3% 10.3% 5.0% 2.6%,

Source: Credit Lyonnais Securities estimates
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Exhibit 86: AOL Europe (Other Territories) Advertising and E-Commerce Revenue Projections

&

& miliions] 3
Advertising and E-Commerce Fees
Advertising
Average Subscnbers 0.125 0.225 0.500 1.000 1.600 2170 2683 3.145 3.560 3934
x Average Monthly User Sessions per Average Subscriber 15.0 210 225 240 255 27.0 285 300 315 330
x Average Page Views per Session 11.0 121 133 14.0 147 153 158 165 17.2 179
x 12 = Total Page Views in Subscription Areas 2475 686.1 17969 40249 71845 107299 145636 186869 23.1025 278148
Non-Subscription Areas
Aggregale Average Monthly Umique Visitors 11 12 13 1.4 16 1.6 17 1.8 19 20
x Average Monthly User Sessions per Unique Visitor 33 35 37 4.0 4.2 4.4 47 49 5t 54
x Average Page Views per Session 54 58 6.1 64 68 70 73 76 79 82
x 12 = Tolai Page Views in Non-Subscriber Areas 2352 3004 364.3 446.2 531.3 615.0 711.8 816.2 9358 1.0730
Total AOL Page Views 482.7 986.5 2.161.2 44711 77158 113448 152755 195031 24,0384 288878
x Advertising Revenues Per Page View (+10% Yr) $6.70 58.04 $9.65 $11.58 $13.31 $14.65 $15.82 $17.08 $18.45 $19.93
Total Advertising Revenues 3.2 79 20.9 51.8 102.7 166.2 2416 333.2 4435 575.6
% Change 1452% 162.9% 148.3% 98.5% 61.7% 45.4% 379% 331% 29.8%,
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.1% 0.1% 0.2% 03% 0.5% 0.6% 0.8% 0.9% 1.1% 1.2%)|
Page Views on Commerce Sites 04 1.2 49 14.5 36.7 70.9 118.4 180.4 2584 3394
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28 5%
= Total E-Commerce Purchases 0.1 03 1.0 33 8.6 174 30.2 478 71.1 96.7
x Average Purchase/Downioad Pnce $25.00 $26.00 $26.78 $27.58 $28 41 $29.26 $30.14 $31.05 $31.98 $32.94
= Total E-Commerce Purchases ($ millions) 18 6.6 28.0 90.2 2447 508.4 909.9 1.484.2 22724 3,186.2
x AQL Commussions (%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= AOL E-Commerce Fees 0.2 0.7 23 9.0 24.5 50.8 91.0 148.4 227.2 318.6
% Change 263.1% 326.0% 222.1% 171.3% 107.7% 79.0% 63.1% 53.1% 40.2%
Total Advertising and E-Commaerce Fees 34 86 237 60.8 1272 2170 328 481.6 670.7 894.2
% Chams 151.5% 175.4% 157.0% 109.3% 70.6% 53.3% 44.8% 39.3% 33.3%|
Source: Credit Lyonnais Securities estimates
Exhibit 87: AOL Europe (Other Territories) Income Statement Projections
Revenues:
Subscription 429 804 175.7 340.5 5204 668.8 7776 857.4 900.0 9234
Advertising, E-Commerce Fees and Other Revenues
Advertising 3.2 79 209 51.8 1027 166.2 2416 333.2 4435 5756
E-Commerce 0.2 0.7 2.8 9.0 245 50.8 91.0 148.4 227.2 318.6
Total Advertising and E-Commerce Fees 34 8.6 237 60.8 127.2 2170 332.6 4816 670.7 894 .2
Total Consolidated Other AOL Europe Revenues 46.3 89.0 1993 401.3 8476 885.8 1,110.2 1,339.0 1,570.3 181786
% Change 92.2% 123.9% 101.3% 61.4% 36.8% 25.3% 206% 17.3% 15.7%|
Costs of Revenues {32.4) 61.4) (135.9) (268.9) {427.4) (580.2) (721.6)  (8637) (1.0053) (1.154.2)
Gross Profit 13.9 27.6 63.8 132.4 2202 305.6 388.6 475.4 565.5 663.4
% Margin 30.0% 31.0% 32.0% 33.0% 34.0% 34.5% 35.0% 35.5% 36.0% 36.5%)
% Change 98.6% 131.2% 107.6% 66.3% 38.8% 27.2% 22.3% 19.0% 17.3%)
Other Operating Cosls:
Sates and Marketing (5.6) (12.2) {25.7) (48.7) {74.1) (95.4) (112.1) {124.8) (134.3) {140.9)
Sales and Marketing per Average Analog Subscnber (345.00) ($54.00) ($51.30) ($48.74) ($46.30) ($43.98) ($41.78) ($39.69) (83771} (§35.82)
Product Development (6.7} (11.1) {21.9) {38.1) {55.0) {70.9) (83.3) (93.7) (102.1) (108.1)
General and Administrative (5.6) 6.7} (7.5) (8.2} (9.0} {9.6} (10.2) (10.8} (11.4) (12.1)
Total (17.9) 29.9) (55.0) (951)  (1382) _ (1758)  (205.5)  (229.3)  (247.8)  (262.1)
EBITDA (4.0) (2.4) 8.7 37.4 82.0 129.7 183.0 246.0 7 4013
% Margin -8.6% -26% 4.4% 9.3% 12.7% 14.6% 16.5% 18.4% 20.2% 22.1%
% Change 327.5% 119.6% 58.1% 41.1% 34 4% 29.1% 26.3%
Depreciation and Amortization (16.7} {15.8} (17.3) {20.0) {20.2) (20.7) {21.2) {21.5) {21.8) (22.1)
Operating Income (20.7} (18.2) (8.6) 17.4 61.8 109.0 161.8 2245 2959 3793
% Margin 44.6% -20.4% -4.3% 43% 9.5% 12.3% 14.6% 16.8% 18.8% 20.9%)|
% Change 255.8% 76.2% 48.5% 8B.7% 31.8% 28.2%|
Net Interest Expense {0.5} {1.7) (3.2) {3.3) {0.2) 4.3 11.6 22.2 36.8 56.2
Pretax Income {21.2) (19.9) {11.8) 14.1 616 1133 173.4 246.7 332.7 4354
% Margin -45.7% -22.4% -5.9% 35% 9.5% 12.8% 15.6% 18.4% 21.2% 24.0%,
% Change 337.6% 83.8% 53.1% 42.2% 34.9% 30.9%
Source: Credit Lyonnais Securities estimates
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Exhibit 88: AOL Europe (Other Territories) Margin Analysis

1 2007E 2008E

Pretax Income 212 (19.9) (11.8) 141 616 1133 1734 2467 7 135 4
Depreciation and Amortization 16.7 15.8 17.3 20.0 20.2 207 21.2 215 218 221
ARer-Tax Cash Flow (4.5) (4.1) 56 34 81.8 1340 194.6 268.2 3548 457.5
Capital Spending (8.3) (13.4) (23.9) {19.1) {19.1) 19.1) (19.1) (19.1) 18.1) 19 1
Free Cash Flow (12.9) (17.4) {18.3} 14.9 62.7 114.9 1755 2491 3354 438.3
Net Debt

Beginning 00 (12.9) (30.3) (48.6) (33.7) 28.0 1439 3194 568.5 9038

Ending 29 30.3) (48.6) (33.7) 29.0 1439 319.4 568.5 9038 1.3422

Average (6.4) {21.6) {39.5) (41.2) (2.3) 86.4 2316 443.9 736.2 1.123.0

Source: Credit Lyonnais Securities estimates

Exhibit 89: AOL Europe (Other Territorles) Cash Flow Pro;ectlons

Pretax Income {21.2y (19.9) (11.8) 14.1 616 1133 1734 246.7 3327 4354
Depreciation and Amortization 16.7 15.8 17.3 20.0 20.2 20.7 21.2 215 21.8 22.1
After-Tax Cash Fiow (4.5) (4.1} 5.6 34.1 81.8 134.0 194.6 268.2 354.5 457.5
Capital Spending {8.3) {13.4) {23.9) (18.1) (19.1) (19.1) {(19.1) {19.1) (19.1) (19.1
Free Cash Flow {12.9) {17.4) {18.3) 149 62.7 114.9 175.5 249.1 3354 438.3
Net Debt:

Beginning 0.0 (12.9) (30.3) (48.6) (33.7) 29.0 1439 3194 568.5 903.8

Ending {12.9) (30.3) (48.6) (33.7) 29.0 1439 3194 568.5 903.8 1.3422

Average (6.4) (21.6) (395) _ (412) (2.3) 86.4 2316 4439 7362 1.123.0

Source: Credit Lyonnais Securities estimates

Exhlblt 90. AOL Europe (Other Torritorlos) Depreciation Schedule

i SR o e BT AT e

Beginning PP&E 75.0 68.3 68.0 78.3 818 84.6 86.8 886 90.0 91.1
Capital Spending 8.3 134 239 19.1 191 19.1 191 19.1 19.1 19.1
Acquired PP&E
Depreciation (16.7) (15.8) (17.3) (20.0) (20.2) {20.7) (21.2) (21.5) (21.8) (22.1)

Source: Credit Lyonnais Securities estimates
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Exhibit 91: AOL Europe (Other Territories) DCF Valuation

Free Cash Flow {12.9 (17.4) (18.3) 149 62.7 1149 175.5 2481 3354 438.3
A3d: Afer-Tax interest (0 1f Net Cash) 0.5 1.7 32 3.3 9.2 00 o 0.0 090 o0
Free Cash Flow to Firm (FCFF) {12.3) {15.7) {15.2} 18.2 62.9 1149 175.5 2491 3354 4383
% Change 245.2% 82.7% 52.7% 41.9% 34.6% 30 7
Assumptions
Terminal Growih Rate 12.0%
WACC 14.8%
Terminal 35.1x
Years lo Discount 0 1 2 3 4 5 6 7 8 9
0 1 2 3 4 5 6 7 8
0 1 2 3 4 5 6 7
[ 1 2 3 4 5 ]
0 1 2 3 4 5
0 1 2 3 4
o] 1 2 3
4] 1 2
0 1
0
Preseni Value of FCFF {12.3) (13.8) 1.7 123 37.2 59.7 79.8 99.5 1176 1348
(15.7) (13.3) 14.0 42.4 68.0 91.1 1135 134.0 153.7
(15.2) 16.0 48.4 7.5 103.8 129.4 152.8 175.2
18.2 552 88.4 118.4 1475 174.2 199.7
629 100.8 1350 163.1 198.6 227.7
1148 153.9 1917 2264 259.5
1755 2185 258.1 2959
2491 294.2 3373
354 3845
4383
Sum of Present Value or FCFF Stream 503.3 $87.8 688.0 8016 893.1 946.4 947.9 880.6 7199 438.3
Present Value of Terminal Value 62542 59898 68284 77844 88742 10,1166 11,5329 131475 14,9882 17.0865
Ending Net Cash (Debt) 12.9, 30.3 48.6 33. 29.0 143.9 319.4 568.5 903.8 1.342.2
Net Present Value 5,744.7 6,547.3 7.487.8 8,552.3 9.796.3 11,2069 12,800.2 14,5966 166119 18,867.1
% Change 14.0% 14.1% 14.5% 14.5% 14.4% 14.2% 14.0% 13.8% 13.6%]
Source: Credit Lyonnais Securities estimates
CompuServe Europe
Projec

Exhibit 92: CompuServe Europe Subscription Revenue tions

5 oNS] - £ 3 i - S
Subscription Revenues:
Subscribers {millions):
Beginning 0.750 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341
Additions 0075 0.100 0.090 0.081 0.073 0.058 0.047 0.037 0.030 0.024
Ending 0.825 0.925 1.015 1.096 1.169 1.227 1.274 1.311 1.341 1.365
Average 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1.326 1.353
Weighled Average Subscription Rate §18.00 $17.46 $16.76 $16.09 $15.13 $14.07 §$12.94 $11.91 $10.72 $9.64
-3.0% -4.0% -4.0% -6.0% -7.0% -8.0% -8.0% -10.0% -10.0%
Total Subscription Revenues 1701 183.3 1951 203.8 2055 202.2 194.2 184.7 170.5 156.6
% Change 7.8% 6.4% 4.5% 0.9% -1.6% -4.0% -4.9% -7.7% -8.2%
Carrer Fees:
Usage:
Average Subscribers 0.788 0.875 4.970 1.056 1132 1.198 1.251 1.293 1.326 1.353
x Average Daily Conneclions 0.7 08 0.9 a9 09 1.0 1.0 1.0 1.0 10
x Average Monthly Connections per Average Subscriber 19.5 240 255 27.0 278 285 293 300 30.0 300
x Average Duration of Connection {Minutes) 120 145 16.0 17.2 18.1 19.0 18.9 209 220 231
= Average Usage per Subscriber Per Month 2340 348.0 406.7 465.1 501.9 5413 583.3 628.1 659.6 6925
x Average Monthly Subscription Rate Per Minute (-5% per Yr) $0.02 $0.02 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
x 12 = Annual Carrier Fees 442 69.4 855 95.7 99.7 1024 103.7 103.8 100.7 971
% Change 57.0% 23.1% 12.0% 4.2% 27% 1.2% 0.2% -3.0% -3.6%
Total C. Serve Europe ption R 2143 2528 280.6 299.5 305.3 304.6 2979 288.5 n.2 253.7
% Change 17.9% 11.0% 6.8% 1.9% 0.2% -2.2% -3.1% $.0% -6.5%

Source: Credit Lyonnais Securities estimates
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Exhibit 93: CompuServe Europe Advertisi

ng Revenue Projections

T iiions] E O 2501
Advertising and E-Commerce Fees
Advertising:
Average Subscribers 0.788 0.875 0.970 1.056 1.132 1.198 1.251 1.293 1326 1353
x Average Monthly User Sessions per Average Subscriber 195 240 255 27.0 278 28.5 293 300 30.0 300
x Average Page Views per Session 143 15.7 17.3 18.2 19.1 19.8 20.6 215 223 23.2
x 12 = Total Page Views in Subscription Areas 26351 39640 51359 6.213.2 71939 81290 9.056.8 8.9850 106542 113049
x Advertising Revenues Per Page View (+10% Yr) $5.50 $6.33 §7.27 $8.36 $9.20 $9.94 $10.73 $1159 §12.52 $13.52
Total Advertising Revenues 145 25.1 37.4 52.0 66.2 80.8 97.2 115.7 133.4 152.8
% Change 73.0% 49.0% 39.1% 27.4% 22.0% 20.3% 191% 15.2% 14 6%
E-Commerce Fees:
Commerce Site Page Views—% of Total Annual Page Views 0.1% 0.1% 0.2% 02% 0.3% 0.3% 04% 04% 05% 0.5%|
Page Views on Commerce Sites 13 4.0 7.7 124 18.0 244 317 399 479 56.5
x Take Rate (%) Weighted by Quantity Purchased per Purchase 20.0% 20.5% 21.5% 22.5% 23.5% 24 5% 25.5% 26.5% 27.5% 28 5%
= Total E-Commerce Purchases 03 08 17 28 42 6.0 81 106 13.2 161
x Average Purchase/Downioad Price $40.00 $41.60 342.85 $44.13 $45.46 $46.82 548.23 $49.67 $51.16 $52.70
= Totat E-Commerce Purchases ($ mitions} 10.5 338 71.0 1234 192.1 2719.7 389.8 525.7 6746 8489
x CompuServe Commissions {%) 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
= E-Commarce Fees 11 3.4 7.1 123 19.2 28.0 39.0 52.6 67.5 84.9
% Change 2207%  109.9% 73.9% 55.7% 45.6% 39.3% 34.9% 28.3% 25.8%]
Total Advertising and E-Commerce Fees 15.5 285 4.5 64.3 85.4 108.8 136.2 168.3 2008 2377
% Change 83.0% 56.2% 44.7% 32.8% 27.3% 25.2% 23.6% 19.3% 18.4%|

Source: Credit Lyonnais Securities estimates

Exhibit 94: CompuServe Europe Income Stateme

nt Projections

A kL
Revenues:
Subscription 2143 252.8 280.6 298.5 305.3 304.6 279 288.5 271.2 2537
Advertising, E-Commerce Fees and Other Revenues
Advertising 14.5 25.1 374 52.0 66.2 80.8 972 1157 133.4 152.8
&-Commerce 1. 3.4 7. 12. 18.2 28.0 390 52.6 675 849
Totai Advertising and E-Commerce Fees 5. 28.5 44.5 64. 854 108.8 136.2 168. 200.8 237.7
Total Consolidated CompuServe Europe Revenues 229. 281.2 325.0 363. 390.7 o34 434.0 456.. 4720 4914
% Change 22.3% 15.6% 11.9% 74% 5.8% 5.0% 5.2% 3.3% 4.1%
Costs of Revenues (147.1) (168.7) (188.5) (203.7) (211.0) (215.0) (221.4) (228.4) (231.3) 1235.9)
Gross Profit 828 112.5 136.5 160.1 179.7 198.4 2127 2284 240.7 255.5
% Margin 36.0% 40.0% 42.0% 44.0% 46.0% 48.0% 49.0% 50.0% 51.0% 52.0%
% Change 35.9% 214% 17.3% 12.3% 10.4% 7.2% 7.4% 5.4% 6.1%]
Other Operating Costs:
Sales and Marketing {23.6) {25.6) @7.7) (29.3) {30.9) (32.0) (32.7) (33.1) (33.3) {33.3)
Sales and Markeling per Average Analog Subscriber (530.00) ($29.25) ($28.52) ($27.81) ($27.25) (326.70) ($26.17) (32565) (325.13) (324.63)
Product Deveiopment {26.4) (30.2) (33.3) (35.5) {36.1) (36.2) (35.8) {35.4) (34.2) (35,2)
General and Administrative (23.0} {27.6) (30.9) {34.0) {37.4) {39.6) {42.0) (44.5) (47.2} {50.0),
Total 73.0} {83.4 91.9) {98.8) {104.4) (107.8) (110.5) (113.1) (114.7) (116,§2|
EBITDA 8.7 291 44.6 61.3 753 90.6 102.1 115.3 126.0 139.0
% Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 252% 26.7% 28.3%)
% Change 199.5% 53.5% 37.3% 22.9% 20.3% 12.7% 129% 9.2% 10.3%
Depreciation and Amortization {17.4) (22.7) (26.5) (28.0) {28.1) (28.8) {29.2) (29.6) (29.9) (30.2)
Operating Income (7.6} 6.4 18.1 33.2 47.2 61.9 729 85.7 96.0 108.8
% Margin -3.3% 2.3% 5.6% 9.1% 12.1% 15.0% 16.8% 18.8% 20.3% 22.1%
% Change 184.0% 83.4% 41.9% 311% 17.8% 17.6% 12.1% 13.3%
Net interest Expense (1.1} 2.7) 2.7} {0.9} 1.5 4.5 8.4 131 18.6 25.0
Pretax Income {8.8) 3.7 15.4 323 48.7 66.4 81.3 98.8 1146 1338
% Margin -3.8% 1.3% 4.8% 8.9% 12.5% 16.1% 18.7% 216% 24.3% 27.2%
% Change 314.7% 108.2% 50.8% 36.3% 22.4% 21.5% 16.1% 16.7 %
Source: Credit Lyonnais Secunties estimates
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Exhibit 95: CompuServe Europe Margin Analysis

Gross Margin 36.0% 40.0% 42.0% 44 0% 46 0% 48.0% 48 0% 50 0% 51.0% 52 0%
Operating Costs as a % of Revenues
Sales and Marketing 10.3% 91% 8.5% 8.1% 7.9% 77% 7.5% 7 3% 7 1% 6.8%
Product Development 11.5% 10.8% 10.3% 9.8% 9.3% 8.8% 83% 7.8% 7 3% 6 8%
General and Administrative 10.0% 98% 9.5% 9.3% 96% 9.6% 9.7% 9 7% 10.0% 10 2%,
Total 31.8% 29.7% 28.3% 27.2% 26.7% 26.1% 25.5% 24.8% 24.3% 23.7%,
{EBITDA Margin 4.2% 10.3% 13.7% 16.8% 19.3% 21.9% 23.5% 25.2% 26.7% 28.3%;

Source: Credit Lyonnais Securities estimates

Exhibit 96: CompuServe Europe Cash Flow Projections

B licna) . S W .

Pretax Income (8.8) 37 154 323 48.7 66.4 813 988 1146 1338
Depreciation and Amortization 17.4 22.7 265 28.0 28.1 288 292 296 299 30.2
After-Tax Cash Flow 8.6 264 4139 60.3 76.9 95.2 110.5 1284 144.6 164.0
Capital Spending (36.8) (36.6) (32.5) {26.0} {26.0} {26.0) (26.0) (26.0) (26.0) {26.0)]
Free Cash Flow (28.2) (10.1) 94 343 50.9 69.2 845 102.4 118.6 138.0
Net Debt:

Beginning 0.0 (28.2) (38.3) (28.9) 54 56.3 125.5 2100 3124 4310

Ending (28.2) (38.3) (28.9) 5.4 56.3 125.5 210.0 3124 4310 569.0

Average (14.1) (33.3) (33.6) (11.7) 30.9 90.9 167.8 261.2 377 500.0

Source: Credit Lyonnais Securities estimates

Exhibit 97: CompuServe Europe

i

Beginning PP&E 50.0 76.8 98.0 1109 1147 1178 120.2 1222 1237 125.0
Capital Spending 36.8 36.6 325 26.0 26.0 26.0 26.0 260 260 260

Acquired PPAE
Depreciation (74 (227 (265 _ (28.0) __ (28.1) (28.8) (29.2) (29.6) (29.9) (30.2)

'Source: Credit Lyonnais Securities estimates
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Exhibit 98: CompuServe Europe DCF Valuation

T8 milions)
Free Cash Flow (28 2) (10.1 94 343 50.9 692 845 1024 1186 1383
Adg: After-Tax interest {0 f Net Cash} 1.1 2.7 27 0.9 00 00 090 0.0 0.0 2.0
Free Cash Fiow to Firm (FCFF) {27.1} {7.5) 124 353 50.9 68.2 84.5 102.4 118.6 138.0
% Change -72.4%  -262.1% 190.7% 44.2% 36.0% 22.2% 21.1% 15.8% 16 4%
Assumptions:
Terminal Growth Rate 10.0%
WACC 14 6%
Terminal 21 8x
Years to Discount 0 1 2 3 4 5 6 7 8 9
o 1 2 3 4 S 6 7 8
0 1 2 3 4 S 6 7
0 1 2 3 4 5 6
0 1 2 3 4 S
0 1 2 3 4
0 1 2 3
0 1 2
o] 1
¢
Present Value of FCFF {27.1) (6.6) 9.3 238 36 359 385 409 416 424
(7.5} 106 271 343 41.0 43.9 466 474 48.4
121 30.9 39.1 46.7 50.0 532 540 551
35.3 44.6 53.2 57.1 60.6 616 629
50.9 60.7 65.0 9.1 70.2 7.7
69.2 74.1 788 80.0 817
845 89.8 91.2 93.1
102.4 1040 106.2
118.6 1211
1380
Sum of Present Vaive or FCFF Stream 2290 2819 3413 375.3 387.6 383.9 358.7 3126 239.6 138.0
Present Value of Terminal Value 10245 11679 1315 15179 17304 19726 2,248.8 2.563.6 29225 3.331.7
Minority Interest in Germany 62.7) (73.0) (83.8) (94.7)  (105.9) (117.8)  {1304) (1438  (158.1)  (1735)
Ending Net Cash (Debt) (28.2) (38.3) (28.9) 5.4 56.3 1255 210.0 3124 431.0 569.0
Net Present Vaius 1.162.6 13485 1,560.2 1,803.9 2,068.4 2,384.1 2,687.2 3,044.8 3,435.0 3.865.2
% ChlrL 16.0% 15.7% 15.6% 14.7% 14.3% 13.7% 13.3% 12.8% 12.5%

Source: Credit Lyonnais Securities estimates

Asia/Pacific

The Asian Internet is characterized by growth amid change. Moreover, the individual
environments for Internet growth in the region are diverse, with the number of ISPs 1 a
given country ranging from over 3,000 in Japan to only two in Malaysia.

Internet growth in the region has been hampered since the Asian economic crash of late
1997. The largest problem facing Asian ISPs was the devaluation of regional currencies,
which raised the costs of connecting to the North American Internct backbone, costs which
are normally denominated in dollars. In addition, intemnational links, accounting for 40%% ot
ISP costs, have risen substantially. Local ISP revenues, already under pressure due to
competition from new entrants, are billed in local currencies.

As an illustration of the impact of the economic slowdown on Internet growth, officials in
Thailand, one of the hardest-hit regions in Asia, were expecting Internet users in the country
to number one million by the end of 1997 (before the onset of the economic crsis). To
date, the number of Thai Internet subsctibers is 500,000—-600,000.

With most economies in the region at least showing signs of turnaround, the majonty of
projections call for Internet usage to resume its rapid growth. Two other catalysts for
growth of Internet usage are the opposing forces of consolidation and deregulation. The fall
of Asian currencies due to the economic cnsis hit regional ISPs hard and created an
environment ripe for takeovers, as did competing ISPs’ needs to aggregate market share and
provide a wider range of content and services.
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At the same ume, the Asmn markert is benefiung from long-overdue deregulation of s
telecommunications industries. Histoncally, the dominant carnier, which usually started as a

branch of the govemment, has remained protected from competition.

I e economic

rmoil of the past two-plus vears has brought greater involvement from the World Frade
Organizauon. which has quickened the pace of deregulaton.

In sum, we believe consolidation and deregulation will favor two tvpes of ISP competitors in
Asia: (1) the well-capitalized, mult-service provider able to service a broad market, and 2

the niche plaver focused on leading a parucular market scgment.

anticipate. will face the greatest downside.

Overall, we expect the Asian Internet market to resume its rapid growth track.

Exhibit 99: Asia/Pacific Internet Population

Bangladesh 7 127,118 14
China 3565 1,246,872 43,950
Hong Kong 1,950 6,847 2,574
india 835 1,000,849 2985
Indonesia 125 216,108 228
Japan 1,650 126,182 44,750
Malaysia 725 21,376 1,075
New Zealand 635 3,662 768
Philippines 375 79,346 683
Singapore 835 3,532 1,240
South Korea 1.950 46,885 5681
Sri Lanka 16 19,145 43
Taiwan 2,650 22,13 3,550
Thailand 265 60,609 555
Vietnam 10 77.311 335
Total Asia/Pacific* 35,029 3,057,955 114,383

* Includes Australia

Source: Computer Economics

Exhibit 100: Asia/Pacific E-=Commerce Spending
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